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As part of our audit of the State of Louisiana's financial statem ents for the year ended June 30, 
2001, we considered the Departm ent of Natural Resources' internal co ntrol over financial 
reporting; we exam ined evidence supporting ce rtain acco unts and balances m aterial to the 
State of Louisiana's financial statem ents; and we tested the departm ent's co m pliance with laws 
and regulations that could have a direct and m aterial effect on the State of Louisiana's financial 
statem ents as required by Governm ent Auditing Standards. 

The Annual Fiscal Report of the Departm ent of Natural Resources is not audited or reviewed by 
us, and, accordingly, we do not express an opinion on that report. The departm ent's accounts 
are an integral part of the State of Louisiana','; financial statements, upon which the Louisiana 
Legislative Auditor expresses an opinion. 

In our prior m anagem ent letter on the Departm ent of Natural Resources for the year ended 
June 30, 2000, we reported a finding relating to inadequate control over m ovable property. 
That finding has been resolved by m anagem ent. 

Based on the application of the procedures referred to previously, all significant findings are 
included in this letter for m anagem ent's consideration. 

Unauthorized Fees Collected 

The Departm ent of Natural Resource .,;, Office of M ineral Resources, is charging and 
collecting fees without the proper legal authority. During the past three years, the 
department has collected nearly $8 million in unauthorized fees. The state constitution 
was amended in 1995 (Article 7, Section 2.1) to require a two-thirds vote of both houses 
for new or increased fees. According to Attorney General Opinion No. 98-283, fees that 
are designed to defray the co sts of providing a service are considered "fees" for the 
purpose of Article 7, Section 2.1. Furthermore, Louisiana Revised Statute (R.S.) 
36:354, which delineates the powers of the secretary of the Departm ent of Natural 
Resource s, co ntains no language that would give the secretary general authority to 
im pose fees. In the absence of specific legal authority, the departm ent m ay not legally 
im pose fees. 
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During a review of the statutes that give the departm ent authority to collect certain 
revenues, no legal authority was found for the Office  of M ineral Resources to collect the 
following fees. 

Type of Fee 

New mineral lease fees (10% of bonuses) 
Operating agreement fees (25% of revenues) 
Assignm ent fees 
Advertised item fees 

Total 

Total Collections 
of Past 

Three Years 

$7,314,712 
343,221 
222,820 
111,600 

Year 
Fee Began 

1989 
2001 
1988 
1988 

The departm ent im posed the fees based on its belief that fees could be im posed if they 
were pro m ulgated in acco rdance with the Adm inistrative Procedures Act. However, the 
Adm inistrative Procedures Act does not authorize the im position of fees. Rather, it 
details the procedures that m ust be followed to im pose fees that are otherwise 
authorized by law. The departm ent's ability to finance  norm al operating expenditures 
with self-generated revenues, as currently budgeted, m ay be affected. 

The departm ent should obtain specific legal authority for those fees currently lacking 
proper authority. Also, the departm ent should co nsult with the Louisiana Attorney 
General to determ ine the appropriate co urse of action regarding the unauthorized fees 
that have been collected. Managem ent partially concurred with the finding and noted 
statutory cites to support its belief that the fees were properly authorized and not 
affected by the repeal of R.S. 39:55.2 (see Appendix A, pages 1-2), 

Additional Com m ents: R.S. 39.55.2, which was enacted by Act 13 of the First 
Extraordinary Session of 1988, was repealed by Act 836 of 1989. Therefore, the legal 
authority to charge the fees was also repealed. In addition, the Administrative 
Pro ce dures Act does not give authority to assess fees; the Act m erely delineates the 
process whereby statutorily authorized fees are set, levied, and enforced. 

Deficiencies In Accounting for M ovable Property 

The Departm ent of Natural Resource.~; did not perform routine reco nciliations of capital 
outlay expenditures to fixed asset additions, Good internal co ntrol requires that 
adequate co ntrol procedures be in place to ensure that the acquisition and valuation of 
m ovable property is accurately reflected in the accounting records and that errors would 
be detected in a tim ely m anner. Furtherm ore, Louisiana Adm inistrative Code Title 34 
Part VII Section 307(A) requires that acquisitions are tagged and information is 
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forwarded to the Louisiana Property Assistance Agency (LPAA) within 45 days after 
receipt of those item s. 

As of June 30, 2001, the departm ent is responsible for m ovable property totaling 
approximately $13 million. Tests of movable property records from June 30, 2000, 
through M arch 31, 2001, revealed errors that would have been detected and corrected 
tim ely if routine reco nciliations had been perform ed. The errors included the following: 

Twenty-seven acquisitions totaling $185,999 were improperly reco rded as 
com puter supplies or m aintenance . 

Eight professional service expenditures totaling $203,136 were recorded 
as acquisitions. 

Twelve acq uisitions were not recorded at the historical cost. Nine item s 
were overstated by $3,719 and three items were understated by $574. 

Four items (5%) of 81 acq uisitions tested were tagged from 77 to 83 days 
after the items were received. Those four items were valued at $8,566. 

M anagem ent's failure to establish adequate proce dures for reconciling and/or recording 
acquisitions allowed errors to occur and not be detected by the departm ent. Failure to 
m aintain accurate m ovable property records increases the risk of loss from unauthorized 
use, prevents timely detection of errors, and subjects the department to noncompliance 
with state regulations. 

M anagem ent should establish proce dures to ensure proper accounting over m ovable 
property and to ensure that all acq uisitions are reported to LPAA in a tim ely m anner. 
M anagem ent co ncurred with the finding and recom m endation and outlined plans of 
corrective action (see Appendix A, page 3). 

Noncom pliance W ith Perform ance 
Progress Report Regulations 

The Departm ent of Natural Resource s has not established adequate control proce dures 
for som e of its key perform ance indicators to ensure the reliability of the data included in 
its Perform ance Progress Reports. R.S. 39:87.3 requires that perform ance progress 
reports should provide inform ation on the agency's actual progress toward achievem ent 
of perform ance  standards. 

The audit of the m id-year perform ance progress report for the departm ent disclosed that 
four of the 11 (36%~, key performance indica tors tested did not have adequate or 
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accurate supporting docum entation. In addition, three of the exceptions lacked a 
reasonable system to accum ulate actual data. 

These conditions occurred because the departm ent did not establish system s or review 
data to ensure that perform ance progress reports are accurate and reliable and comply 
with state laws and regulations. Failure to com ply with state laws and regulations 
concerning perform ance reporting co uld result in penalties being assessed against the 
departm ent. 

The Departm ent of Natural Resources should establish reliable proce dures to 
accum ulate actual data and an effeclive review function to ensure that perform ance  
progress reports are accurate and reliable and co m ply with state laws and regulations. 
M anagem ent concurred in part with the finding and provided plans of co rrective action 
but mentioned that they have difficulty with defining adequate documentation (see 
Appendix A, pages 4-5). 

The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial im provem ents to the operations of the departm ent. The varying nature of the 
reco m m endations, their im plem entation costs, and their potential im pact on the operations of 
the departm ent should be considered in reaching decisions on courses of action. Findings 
relating to the departm ent's co m pliance  with applicable laws and regulations should be 
addressed im m ediately by m anagem ent. 

This letter is intended for the inform ation and use of the departm ent and its m anagem ent and is 
not intended to be and should not be used by anyone other than these specified parties. Under 
Louisiana Revised Statute 24:513, this letter is a public docum ent, and it has been distributed to 
appropriate public officials. 

SRT:EFS:DSP:ss 
Legislative Auditor 
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M anagem ent's C orrective A ction 
P lans and R esponses to the 

Findings and R ecom m endations 
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D ecember 20, 2001 

JACK C. CAI.I)*,VI; 
SECRE3 AI~Y 

The Department of Natural Resources (DNR) partially concurs with the findings related to 
the collection of unauthorized fees. The DN R offers the following infom aation. 

There w ere four findings of no legal authority for the collection of certain fees from the 

Office of M ineral Resources (OM R). Statutory authorization for three of the four fees is found in 
Act 13 of the First Extraordinary Session of 1988. Codified as R.S. 39:55.2, Section 55.2(B) 
provided that "if the Governor declares a fiscal em ergency, any agency of state governm ent 
performing a service for, providing property to, exercising regulatory authority over, or granting or 
conferring any benefit upon any person is hereby authorized.., to im pose or charge said person a fee 
or charge, ... by adopting a Rule." Section 2 of A ct 13 provided that any fee or charge that was 
imposed  wlfich was intended  to be in effect for longer than 120 days would rem ain in effect until 
such date as provided in the Rule. 

These fees w ere pronm lgated in a Rule contained in Louisiana Register Volum e 14, N o. 8, 
Page 544, dated August 20, 1988, wherein the D epartm ent of N atural Resources adopted "...A . Fee 
for new m ineral leases equal to 10 percent of cash paym ent to be subm itted at tim e of execution of 
lease. Fee of $100 for processing assignments affecting state mineral leases. Fee of $500 for 
processing unitization agreem ents and other advertised  instrum ents..." The Rule further provided 
that "...These fees shall be in effect from  June 24, 1988 until July 1, 1992,..." 

These fees subsequently appeared in a Notice of Intent contained in Lo uisiana Register 
V olum e 17, N o. 10, Page 1019, dated O ctober 20,1991, in Section 103 which provided, in pertinent 
part, "...The D epartm ent of N atural Resources...has adopted...A . Fee for new m ineral leases equal 
to 10 percent of cash payment to be submitted  at time of execution of lease. B. Fee of $100 for 
processing assignm ents affecting state m ineral leases. C. Fee of $500 for processing unitization 

LEGAL DIVISION ~ P.O. BOX 94396 ~ BATON ROUGE, LA 70804-9396 
PHONE(225) 342-2614 ~ FAX (225) 342-2707 
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agreelncnts and other advertised instrum ents...". These fees w ere prom ulgated ill a Rule contained 
in Louisiana Register V olum e 18, N o. 1, Page 71, dated January 20,1992, in Section 103. Paragraph 
I of that Section provided further that "This fee schedule...shall be re-prom ulgated, and the 
provisions hereof shall be in full force and effect as of M arch 1, 1992, and shall conti~m e in force 
until cancelled by the Office of M ineral Resources, any other order of a duly authorized person or 
cnlily, or by order of a proper court of law ." This Rule was codified in Louisian a A dm inistrative 
Code Title 43, Part V, Chapter 1, Section 103 at Page 83. 

The fees were again the subject of a Notice ofhltent colltained in Louisiana Register Volume 
25, N o. 11, Page 2327, dated N ovem ber 20, 1999, w herein it w as provided, in pertinent part, "The 
Office of M ineral Resources, Departm ent of Natural Resources, proposes to am end LAC 43, Part 
V . The proposed Rule change adds additional t~es and charges to the fee schedule of the Office of 
M ineral Resources which historically have been and are presently being collected mad recognized 
by the Legislative Fiscal Office as self-generated  funds for said Offi ce...". These fees were found 
in Section 301, as follows, "1. Fee for new m ineral leases equal to 10 percent of cash payment to 
be subm itted no later than 10 days after acceptance of bid an d awarding of lease. 2. Fee of $100 for 
processing docketed itenrs, such as assignm ents, not including advertised docketed item s. 3. Fee 
of $500 for processing advertised docketed  items, such as unitization agreements...". Paragraph 24 
provided further, "...this schedule of fees and char ges, as am ended, shall be re-prom ulgated  and the 
provisions hereof shall be in full force and effec t as of January 1,2000, and shall continue in force 
until cancelled by the O ffice of M ineral Resources, any other order by a duly authorized person or 
entity, or by order of a court of law of proper venue and authority." These fees w ere adopted in the 
Rule found in Louisiana Register Volum e 26, N o. 5, Page 1063, dated  M ay 20, 2000. The Rule 
incorporated these fees as advertised in the Notice of Intent and provided that they would be in full 
force and effect as of January 1, 2000, and would rem ain in force until cancelled by the Office of 
M ineral Resources, any other order by a duly an thorized  person or entity, or by order of a court of 
law of proper venue and authority. These fees rem ain in effect. 

The DNR feels that these fees, statutorily authorized by Act 13, were properly implem ented 
and rem ain in effect. The Constitutional am endm ent of Article 7, Section 2.1 in 1995 affects only 
new or increased fees. These fees w ere neither rtew , nor increased, and therefore, unaffected  by the 
conslJtutional am endm ent. 

Should you have any questions concern ing this response, please contact m e at your ear liest 
convenience. 

W AF/nmj 

V ery truly yours, 

c4)~  
W arren A . Fleet 
General Counsel 
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RE: Deficiencies in Accoanting for M ovable Property 

JACK C. CAI,I)W H ,I 
SITCItI']'AItY 

D ear Dr. Kyle: 

The Departm ent of Natural Resources concurs with the finding entifled "Deficiencies in Accounting for M ovable 
Property" and offers the following response: 

Three of the item s not tagged in a timely m anner were components of a po stage m eter and the fourth 
was a data logger. This failure was due toemployee oversight. This employee was counseled in this 
m atter. 

Should you have any questions about this response, you may call me at 342-4534 

S~ ely, 
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JACK C. CAI,I)~.VI]I ,[ 
SECit.ITI AP, Y 

The Departm ent concurs in part with your finding of non-compliance with Perfom lance Progress Report 
Regulations. The Departm ent has set up a system by which there is aperson responsible for each indicator 
and the subm ission of the indicator is approved by the Assistant Secretary, equivalent or designee. Our 
difficulty has been with defining adeq uate docurnentation. Specifically, in the case ofthe ttuee indicators 
in question: 

Offi ce of the Secretary 
Percentage of Project Complete (inadequate documentation) 
Percentage of M ethod Devised (inadequate documentation) 

W e arc aware of the problem s with docum entation on last year's perform ance indicators. M s. San dra 
Thompson D ecoteau, Director of the Atchafalaya Basin Program will tighten up the procedures for 
developing and com piling adeq uate docum entation and will be the responsible person for the eorrec tive 
action.' 

Offi ce of Coastal Restoration and M an an em en 

Percentage of Projects M aintained and Operated at a Fully Effective Level (inadequate documentation) 

W e concur that the doctunentation was inadequate to support the perform ance indicator. A fter review w e 
feel fl~e docum entation m easured program  output but the indicator itself w as to m easure a program 

outcome. A form al system will be created to document the level at which each project is maintained mad 
operated by A ssistant Secretary Randy H anehey. 

OFFICE OFTHE- SECRETARY P.O. BOX 94396 BATON ROUGE. LOUISIANA 70804-9396 
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.~ y Center 
Total Impressions, Photocopying, and Offsets (errors in documentation) 

The errors in docum entation were the result of data entry problem s. This program has been tran s fen-ed to 
th e Division of Adm inistration in aeeordance with SECURE reconmlendations and they are being ad vised 
of this problem . 

In closing, please rest assured that the Departm ent of Natural Resources has a eommilm ent to implementing 
the Perfom aance Progress Report Regulations. W e have dem onstrated that com m itm ent as far back as 
January, 1999 when w e im plem ented a form al departm ental policy. W e are, how ever, struggling with 
defining adequate docum entation in a m anner agr eeable to all the parties involved. 

W e look forward to w orking w ith you and your staff to resolve these problem s 

RDH/m g 

e: Jack C. Caldw ell, Secretary 

Randy Hanchey, A ssistant Secretary  
Offi ce of Coastal Restoration & M anagem ent 

Sandra Thompson D ecoteau, D irector 
A tehafalaya Basin Program 


